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QUO VADIMUS 2?” 


F, inthe year 2000, some literary descendant of Edward Gibbon should 
write The Rise and Fall of the American Democracy, there would be many 
contributing causes of the rapid rise and the later decline to which he might 
point. The greatest experiment in the harnessing of individual initiative in a free 
economy to produce the highest living standards the world has ever known, started 
in New England in 1623. It might be well to review briefly these early beginnings. 


The Pilgrims who landed at Plymouth Rock in 1620, according to Governor 
Bradford ’s own history of the Plymouth Plantation, established a communist sys- 
tem. They worked to produce a common product which was stored in a common 
store house, and they set up a system of rationing with a fixed amount to each 
person. The rations were quite small and, cven when harvest came, according to 
Governor Bradford, ‘it arose to but a little.” The crops went untended, as the 
Pilgrims complained that they were too weak from want of food to work as they 
should. In spite of the deep religious convictions in the colony, stealing became 
prevalent. According to Governor Bradford, it became apparent that famine could 
not be abolished and so the colonists “begane to thinke how they might raise as 
much corne as they could, and obtaine a beter crope then they had done, that they 
might not still thus languish in miserie. At length {in 1623), after much debate of 
things, the Govr (with ye advise of ye cheefest amongest them) gave way that they 
should set corne every man for his owne perticuler, and in that regard trust to them 
selves . . . And so assigned to every family a parcell of land. . . 


“This had very good success; for it made all hands very industrious, so as 
much more corne was planted than other waise would have bene by any means ye 
Govr or any other could use, and saved him a great deall of trouble, and gave farr 
better contente. The women now wente willingly into ye feild, and tooke their 
litle-ons with them to set corne, which before would aledg weakness, and inabilitie; 
whom to have compelled would have bene thought great tiranie and oppression. 


“The experience that was had in this comone course and condition, tried 
sundrie years, and that amongst godly and sober men, may well evince the vanitie 
of that conceite of Platos & other ancients, applauded by some of later times; - 
that ye taking away of propertie, and bringing in comunitie into a comone wealth, 
would make them happy and florishing; as if they were wiser then God. For this 





*For the benefit of those who flunked Latin: “Where are we going?” 
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comunitie (so farr as it was) was found to breed much confusion & discontent, 
and retard much imploymét that would have been to their benefite and comforte. ?+ 


The final conclusion of Governor Bradford, after detailing all of the shortcom- 
ings of the community method, is summed up as follows: 


“By this time harvest was come, and in stead of famine, now God gave them 
plentie, and ye face of thiny;s was changed, to ye rejoysing of ye harts of many, 
for which they blessed God. And ye effect of their particuler planting was well 
seene, for all had, one way & other, pretty well to bring ye year aboute, and 
some of ye abler sorte and more industrious had to spare, and sell to others, so 
as any generall wante or famine hath not been amongst them since to this day.” * 


From that time on, practically all of the early settlers in America were 
“risk-takers.” They realized that there was no security, social or otherwise, 
which did not depend on their own work and their own self-reliance. Only very 
occasionally did our forefathers stray from this self-reliant position. Here and 
there attempted communistic Utopias were organized, continued for a short time, 
and then fell into disrepute. 


During the 150 years which followed the communistic attempt in Massachusetts, 
many venturesome persons, tired of the government controls which were current 
in Europe at that time, came to America to find the opportunity that they could 
not find in the lands of their birth. 


In 1776, Adam Smith, a professor of logic, published a book called An Inquiry 
Into the Nature and Causes of the Wealth of Nations. This book was written largely 
to prove that the wealth of a nation could be increased most rapidly by allowing 
each person the maximum of opportunity to use his ability as he saw fit witha 
minimum of government interference or direction. This book became the “Bible 
of economics” for the next 100 years. Right after it was published, it had a large 
sale in the American colonies, and had been read by many members of the Conti- 
nental Congress and by the framers of the Constitution. It constituted the most 
outspoken revolt against the economic systems in Europe (known as Mercantilism) 
in which the government controlled working conditions, hours and wages, prices, 
and exports and imports. It bitterly attacked the then current idea that the wealth 
of a nation depended primarily upon the excess of exports over imports, witha 
corresponding increase in the gold reserves of a country. 








The checks and balances written into the American Constitution were placed 
there by men who were familiar with government planning and supervision of most 
phases.of the economy. These checks and balances were designed to prevent a 
development in this country of the type of government which ‘iad limited the pros- 
perity of Europe. 





1 Bradford’s History “Of Plimoth Plantation” (Boston: Wright & Potter Printing 
Co., 1898), pp. 162-163. 
2 Ibid., p. 177. 











602 











Under a free economy, this country grew rapidly in population and in wealth. 
The few struggling colonies along the Atlantic developed in time into the wealthiest 
country of the world. Any man of great ability, if he were willing to pay the 
price in determined effort and personal sacrifice during the initial period, could 
develop a business and become in time a captain of industry. Whether his busi- 
ness failed or succeeded depended largely on whether he could produce something 
the public wanted at a lower price than his competitors. A young mechanic, with 
a few tools in a shed, built the first. Ford, and eventually became the wealthiest 
man in the United States. In accumulating that wealth, however, he built a tre- 
mendous industry and revolutionized the methods of manufacturing. He took very 
little for himself, but constantly plowed back his earnings into plants to manufac- 
ture a better car at a lower price. 


I am sure that if our hypothetical author of the year 2000 were listing the rea- 
sons for the rapid growth of the United States, he would put first and foremost the 
freedom of the individual to work as he saw fit, secure in his right to enjoy any 
profits which might result from his activities. The risks were great and, accord- 
ingly, incentives also had to be great. Under this system the persons most capable 
of producing what the public wanted at the lowest cost captured the market and made 
large profits, which they immediately plowed back into greater mechanization 
in order to decrease their price and increase their volume. The investing of 
capital funds under this system was, therefore, in the hands of those who, in 
competition with others, had proved their ability. This resulted in a rate of in- 
crease in the use of horsepower in the United States unprecedented and unequaled 
in any other country. As the amount produced increased, the share of all agents 
of production increased. Wages and the standards of living rose rapidly, the 
return on capital was high and the economy showed a remarkable expansion. 


I am certain that our descendant of Edward Gibbon would place the Sherman 
Antitrust Act high in the list among the factors which have been responsible for 
the rapid industrial growth of the United States, and for the rapid increase in the 
standards of living. This act has protected “cut-throat” competition, of which I 


am heartily in favor. Monopolistic practices and prices benefit only the monopolist 
and never the public. 


England has never had an antitrust act of this type and, as a result, English 
manufacturers have made agreements among themselves regarding price stabili- 
zation and the division of markets. To a shortsighted English manufacturer, agree- 
ments which prevented competition from forcing him to lower his prices and profits 
were advantageous, but from the long viewpoint this has resulted in the perpetu- 
ating of high-cost producers with obsolete machines and methods. One of the 
reasons why England has gradually lost her position of dominance in world 


manufacturing is that her protected high-cost industries could not compete in 
world markets. 


The other advantage of the Sherman Antitrust Act has been to prevent the 
accumulation of monopolistic profits through cartels and secret agreements. In 
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the later 1800’s many of the inaustrial barons of the United States cared as little 
for the public welfare as many labor leaders do today. 


In 1933 I spent five months in Washington during the days of the NRA. At that 
time every effort was made by the NRA to bolster prices and to prevent “the 
chiseler* from underselling his competitors. I became convinced then that the 
chiseler who was being condemned was, in most cases, the efficient low-cost 
producer. Fortunately, the NRA was declared unconstitutional and the price 
agreements which it autho) ized again became illegal. 


Among the instruments which have been used to undermine our democratic 
way of life is the distortion in the use of words from the historical usages of the 
past. A “Tory,” for instance, or a “Conservative ® was a person who believed in 
strong government controls and a limitation of the rights of the individual. These 
words are now used to indicate a person who believes that the rights of the indi- 
vidual are paramount and that the best government is the least government, to 
paraphrase a statement of Jefferson. By this distortion many radical ideas advo- 
cated by those who do not believe in free enterprise have been clothed in language 
which resembles the language of our forefathers, the distorted meaning of which, 
however, would immediately have stirred them to righteous indignation. 


I think that probably high on the list of the undermining factors would be the 
Sixteenth Amendment to the Constitution of the United States. This amendment, 
passed in 1913, stated “The Congress shall have the power to lay and collect tax- 
es on incomes, from whatever source derived, without apportionment among 
the several States, and without regard to any census or enumeration.” Article I, 
Section 9 of the Constitution which this amended, stated “No capitation or other 
direct tax shall be laid, unless in proportion to the census or enumeration herein- 
before directed to be taken.” The framers of our Constitution had been subjected 
by the British Government to taxation without representation. Their knowledge 
of the evils of this practice was not theoretical, but had been gained first-hand 
and had brought on the war which separated the colonies from the mother country. 
They realized that if the voting of appropriations by the Congress was to be ona 
basis proportional to population, the taxes levied to meet these appropriations 
must be on the same basis. 


The progressive income tax has destroyed this fundamental practice and has 
resulted in the expenditures of money at popular request without assessment of 
the full cost of the appropriations against those who would benefit. 


Without this amendment to the Constitution, any socialization of our economy 
would have been impossible, as the general public would.not favor surrendering 
its money to the government to be paid back to it for the things which vote-seeking 
government officials thought it should have. The individual would far rather 
handle his own affairs and his own money without bureaucratic direction. Under 
the provisions of this amendment the Federal government has mushroomed from 
annual expenditures in 1913, the year the income tax amendment was passed, of 
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$725 million to $45 billion for this year. Our national debt has increased from 
a little over $1 billion in 1913 to $260 billion at the present time, and the number 
of Federal employees (executive branch) has increased from 470, 000 in 1913 
to 2, 500, 000 persons at the present time. 


The progressive, or graduated income tax, in the Communist Manifesto, writ- 
ten by Karl Marx and Friedrich Engels in 1848, was the second of ten suggested 
methods to wrest capital from the bourgeoisie and to centralize all instruments 
of production in the hands of the State. 





The progressive income tax has gone far to destroy the incentives for unusual 
activity, and is preventing the accumulation of capital by the persons who have 
shown by their successful operation of industry that they can invest it to increase 
still further the producing capacity of the country and, hence, the standard of 
living. 


The whole farm program developed during the past twenty years, with parity 
payments, allotments and subsidies, has destroyed the rugged individualism of 


the farmer and has encouraged him to try also to find his place at the public 
trough. 


Organized labor has played a part in the development of industrial America, 
but any unbiased historian in the future, I am sure, will point out that in the 
1930’s and 1940’s labor became a monopoly, often as ruthless in its disregard of 
the public welfare as were the worst captains of industry in the 1880’s. The 
illegal seizures of plants and countless other illegal practices were condoned by 
State and Federal government officials and, in many cases, it has brought about 
the same condition in its field which the lack of antitrust legislation did in England. 


No one will question that coal miners, for instance, are entitled to a fair 
wage and to a maximum of safety precautions. Certain risks are inherent in the 
occupation, but all would agree that these risks should be reduced to the mini- 
mum. In addition to campaigning for greater safety provisions, John L. Lewis 
has constantly demanded and secured, by monopolistic practices, hourly wages so 
high that he has become the best salesman for the oil industry. As the price of 
coal has gone up, the use of coal has declined, until at the present time Lewis is 
advocating the use of the vast United Mine Workers’ treasury to join coal opera- 
tors in using mothball Liberty ships to export coal to fuel-short Britain. 


Certainly the efforts of the Federal government in the housing field would be 
mentioned by our future historian as strong undermining factors of our free enter- 
prise economy. I am certain that he would devote a considerable section to subsi- 
dized housing, built for a select few, and denying to others in the same economic 
levels the subsidies which it provided to those fortunate enough to secure these 
units below their cost. 


I am also certain that the criticism would not be limited to actual government 
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subsidies, but would also include government guarantees of loans for private 
housing. “The reliance by lending agencies on FHA and GI guarantees. . . has 
taken us farther down the road to socialism and socialized credit than most of us 
realize. ”* 


It should always be remembered that one of the items high on the agenda of 
socialists and communists alike, outlined in the original Communist Manifesto, 


was the socialization of credit. If the government can control credit and lending 
policies, it can control the entire economy. 





It, of course, is the earnest wish of every loyal American that the time will 
not come in the year 2000, or in any other year, when some future historian 
will list the reasons why the country which developed the highest standards of 
living in history gradually declined until it, too, took its place among the nations 
which once had been great. 


Momentum, of course, is a powerful force which conceals for a time the 
effect of adverse factors. Trends change slowly. At any given time, the momen- 
tum of the past is sufficient to explain the decisions which are reached, but the 
decisions of the future are being determined irrevocably in the thinking and the 
practices of today. This is, of course, what the Duke of Wellington meant when 
he said: “The battle of Waterloo was won on the playing-field of Eton.” 


The decisions of the future can be forecast with some degree of accuracy by 
studying the changing forces of the present and the effect which these changes will 
eventually have on the momentum of the past. A study of these changes at the 
present time is not reassuring, and the duty rests heavily on the shoulders of 
every thinking American to use all of the influence of which he is capable to combat 
the factors undermining the American system of free enterprise. 


In closing, let me repeat from my bulletin of October 31, 1950: “God forbid 


that this generation go down in history as the one which received the hard-won 
heritage of freedom from its ancestors and failed to pass it on to its descendants. ” 








3 Speech of Asa B. Call, President, Pacific Mutual Life Insurance Company, 
before the California Real Estate Association. 
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